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OATH OR AFFIRMATION

I, Thomas J.Mundy , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Sterling Grace Municipal Securities Corp. , as

of November 30 , 2017 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

JOSHUAB.RAINONE
NOTARYPUBUCOFNEWJERSEY

MyCommissionExpiresSW2019 Vice President

Title

'Notary'liublic

This report ** contains (check all applicable boxes):
2 (a) Facing Page.
v (b) Statement of Financial Condition,

y (c) Statement of Income (Loss).
(d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietors' Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

e (g) Computation of Net Capital

v (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3.
(i) Information Relating to the Possession or Control Requirements Under Rule 15c3-3.

} (j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15c3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15c3-3.

[] (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

SV(1) An Oath or Affirmation.e (m) A copy of the SIPC Supplemental Report.

[] (n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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293 Eisenhower Parkway

SOBEL & CO. ac swimsii
Fax: 973.994.1571

CERTIFIED PUBUC ACCOUNTANTS & ADŸlSORS www.sobel-cpa.com

REPORT OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM

To the Stockholders

Sterling GraceMunicipal SecuritiesCorp.
Spotswood,New Jersey

We have audited the accompanying statement of financial condition of Sterling GraceMunicipal
SecuritiesCorp.,aNew Jerseycorporation,as of November30,2017,andthe related statements
of operations,òhangesin stockholders' equity, and cashflows for the year then ended.These
financial statements are the responsibility of Sterling Grace Municipal Securities Corp.'s
management.Our responsibility is to express an opinion on these financial statements basedon
our audits

We conductedour audit in accordance with the standardsof the Public CompanyAccounting
Oversight Board (United States).Those standardsrequire that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material

misstatement.An audit inaludesexamining,on a test basis,evidencesupportingthe amountsand
disclosuresin the financial statements.An audit also includesassessingthe accountingprínciples
usedand significant estimates made by management,as well as evaluating the overall financial
statementpresentation.Webelievethat ouraudit providesa reasonablebasis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all materialrespects,
the financial position of Steriing Grace Munioipal Securities Corp.asof November 30,2017,
and the results of its operations and its cashflows for the year then endedin accordancewith
accountingprinciples generallyacceptedinthe United Statesof America,

Certif . Public Accountants

Livingston, New Jersey
January29,2018

Aktial



STERLING GRACE MUNICIPAL SECURITIES CORP.
STATEMENT OF FINANCIAL CONDITION

NOVEMBER 30,2017

ASSETS

Cash and cash equivalents $ 14,880,639
Clearing deposit account 500,000
Securities owned - trading 10,959,621
Accrued interest receivable 56,207

Security deposits 1,995
Equipment, net of accumulated depreciation of $14,863 19,436

Total Assets $ 26,417,898

LIABILITIES AND STOCKHOLDERS' EQUITY

LIABILITIES:

Payable to clearing broker $ 17,081,525
Loans payable - related parties 4,500,000
Taxes payable 86,837
Accrued expenses 303,708

Total Liabilities 21,972,070

COMMITMENTS AND CONTINGENCIES

STOCKHOLDERS' EQUITY 4,445,828

Total Liabilities and Stockholders' Equity $ 26,417,898

The accompanying notes are an integral part of thesefinancial statements. 2



STERLING GRACE MUNICIPAL SECURITIES CORP.
STATEMENT OF OPERATIONS

YEAR ENDED NOVEMBER 30,2017

REVENUE:

Trading profit $ 1,968,158
Commissions 6,355
Interest 1,268,015

Unrealized loss (1,759,467)

Total Revenue 1,483,061

OPERATING EXPENSES:

Compensation 1,005,698
Payroll taxes 55,314
Employee benefits 188,232
Travel and entertainment 1,149

Telephone 11,684
Rent 57,647

Subscriptions 140,507
Office expense 29,983
Clearance charges 31,347
Regulatory fees and assessments 25,780

Interest expense - clearing broker 936,065
Professional fees 35,850

Postage 752
Stationary and supplies 1,123
Depreciation 3,430
Other 3,833

Interest expense - other 126,814

Total Operating Expenses 2,655,208

LOSS FROM OPERATIONS BEFORE TAXES (1,172,147)

TAXES (23,100)

LOSS FROM OPERATIONS $ (1,195,247)

The accompanying notes are an integral part of thesefinancial statements. 3



TEI IlÑGRACE MUNICIPAL SECURITÏES CORP.
T EÑíENTOF CHANGES IN STOCKHOLÓERS' EQUITY

YEAR ENDED NOVEMBER 30, 2017

Common Retained Stockholders'

Stock* Earnings Equity

Balance, December 1,2016 $ 48,000 $ 5,593,075 $ 5,641,075

Net loss - (1,195,247) (1,195,247)

Balance,November 30,2017 $ 48,000 $ 4,397,828 $ 4,445,828

1,0Õ0shares authorized, 100 shares issued, 96 dutstanding.

The accompanying notes are an integral part of thesefinancial statements. 4



STERLING GRACE MUNICIPAL SECURITIES CORP.
STATEMENT OF CASH FLOWS

YEAR ENDED NOVEMBER 30, 2017

CASH FLOWS PROVIÏ)ED BY (USED FOR):
OPERATING ACTIVITIES:

Net loss $ (1,195,247)
Depreciation 3,430

Changes in certain assetsand liabilities:
Interest receivable 179,940

Payable to clearing broker (1,483,653)
Taxes payable 23,100
Accrued eipenses 107,348
Securities owned - trading 3,243,120

Net Cash Used in Operating Activities 878,038

FINANCING ACTIVITIES:

Loan proceeds - related parties 6,000,000
Repayment of loans payable - related parties (4,000,000)

Net Cash Provided by Financing Activities 2,000,000"

NET INCREASE IN CASH AND CASH EQUIVALENTS 2,878,038

CASH AND CASH EQUIVALENTS:
Beginning of year 12,002,601

End of year $ 14,880,639

SUPPLEMENTAL DISCLOSURE OF CASH FLOWS INFORMATION:

Cashpaid for:
Interest $ 1,062,879

Income taxes $ 63,737

The accompanying notes are an integral part of thesefinancial statements. 5



STERLING GRACE MUNICIPAL SECURITIES CORP.
NOTES TO FINANCIAL STATEMENTS

NOVEMBER 30,2017

NOTE 1 -: ORGANIZATION:

Organization:
Sterling Grace Municipal Securities Corp. (the "Company" or "Sterling'') is a broker
dealer registered with the Securities and Exchange Commission (SEC) tlie Finanoiel
Industry Regulatory Authority (FINRA), the Municipal Securities Rulemaking Board
(MSRB) andthe Securities Investor Protection Corporation (SIPC).

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Basis of Accounting:
The accompanying financial statements have been prepared on the accrual basis of
accounting in accordance with accounting principles generally accepted in the United
States of America.

Use of Estimates:
The preparation of . financial statements in conformity with accounting principles

enerally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
the disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period. Actual
résultscoulddiffer from those estimates.

Cash Equ valents:
The Compan considers all short-term investments, if any, with an original maturity of
three months ör less to be cash equivalents.

Equipment:
FÅluipmentis stated at cost. Equipment is depreciated under ihe straight-line method over
t12e estimated useful lives of the assets.

ÄvenueRecognition:
Investment and interest income are recorded when earned. Security transactions are
acobunted'for on the trade date (the date that the order to buy or sell is executed) and the
net realized gain or loss on sales of securities is determined by the use of an average cost
oaletilatiori.

Seeurity Valraation:
Fair value ineasurements establish a framework for measuring fair value, and establishes

a fair valub hierarchy which prioritizes the inputs to valuation techniques. The hierarchy

ìVe(the higliest priority to unadjusted quoted prices in active markets for identical assets
or liabilities (level 1 measurements) and the lowest priority to unobservable inputs (level

m asurements).



STERLING GRACE MUNICIPAL SECURITIES CORP.
NOTES TO FINANCIAL STATEMENTS
NOVEMBER 30,2017

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued)

Security Valriation: (Continued)

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair
value into three broad levels:

I eNel1: Inputs are unadjusted quoted prices in active marketsÃr i i a
assets or liabilities the Company has the ability to access.

Level 2: Inputs other than quoted prices included in Level 1 that are
observable for the asset or liability, either directly or indirectly.

Level 3: Inputs are unobservable for the asset or liability and rely on
management's own assumptions about the assumptions that market
participants would use in pricing the asset or liability. The
unobservable inputs should be developed based on the best
information available in the circumstances and may include the
Company's own data.

Municipal bonds: Valued using recently executed transactions, market price quotations
and pricing models that factor in, where applicable, interest rates, bond or credit default
swap spreads and volatility (Level 2 inputs). At November 30, 2017, the Company's
ecuí•ities owned are Level 2.

Level 1 Level 2 Level 3 Total

Securities Owned:

Stateand municipal $ - $10,959,621 $ - $10,959,621
bonds

Income Taxes:

The Comyanyutilizes the accounting standards, "Accounting for Income Takes,''Nhich
requires an asset and liability approach to financial accounting and reporting for income
taxes. Deferred income taxes are recognized between the basis of assets and liabilities
for financial statement and income tax purposes. Valuation allowances are established
when necessary to reduce deferred tax assets to an amount expected to be realized.
Income tax expense is the tax payable or refundable for the period plus or minus the
change during the period in deferred tax assets and liabilities.

7



STERLING GRACE MUNICIPAL SECURITIES CORP.
NOTES TO FINANCIAL STATEMENTS

NOVEMBER 30,2017

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued)

lácóme Taxes: (continued)
The Company follows accounting standards that provide clarification on accounting for
uncertainty in income taxes recognized in the Company's financial statements. The
guidance prescribes a recognition threshold and measurement attribute for thefinancial
statementrecognition and measurement of a tax position taken or expected to be taken in
a tax return, and also provides guidance on de-recognition, classification, interest and

penalties, disclosure and transition. At November 30, 2017, there are no significant
income tax uncertainties that are expected to have a material impact on the Company's
2017 financial statements.

Subsequent Events:
The Company has evaluated its subsequent events and transactions occurring after
November 30, 2017, through January 29, 2018, the date which the financial statements
were available to be issued. The Company is not aware of any subsequent events which
would require recognition or disclosure in the financial statements.

NOTE 3 - CLEARING BROKER:

The Company has entered into a Fully Disclosed Clearing Agreement viith 1-Iilltop
Securities,Inc. (the "Clearing Broker"). The Clearing Broker carries cash and margin
accounts of the customers introduced by the Company and clears transactions on a fully
disclosed basis for such accounts. In addition, the Clearing Broker is responsible for

carrying, maintaining and preserving such books and records pertaining to its function as
atClearing Broker pursuant to the requirements of rules 17a-3 and 17a-4 of the Securities
and Exchange Commission Act.

The greement provides for its termination upon ninety (90) days notice froni eithe
party or default under its terms.

At Novembe 30, 2017, the amount due to the Clearing Broker was $17,081,525. All
amounts due to the Clearing Broker are collateralized by the municipal bonds held by the
Company and cash and equivalents held by the Clearing Broker .The Clearing Broker
charges interest monthly at varying rates. Interest expense amounted to $936,065 for the
year ended November 30, 2017.

Under the terms of the clearance agreement with Hilltop, the Company is required to
maintain a Clearing deposit account of a minimum of $500,000.

8



STERLING GRACE MUNICIPAL SECURITIES CORP.
NOTES TO FINANCIAL STATEMENTS

NOVEMBER 30,2017

NOTE 4 - LOANS PAYABLE-RELATED PARTIES:

On Decembei' 5, 2006, Spotswood Partners, a cornmonly owned entity loaned tlie
Company $500,000. The loan bears interest at 4.75%. The loan is unsecured ândpayable
on demand Interest is required to be paid semi-annually. Interest charged to interest
expense-other, amounted to $23,750 for the year ending November 30,2017.

On December 23, 2015, Brockton LLC, an entity owned by the president of the
Company, loaned the Company $500,000. The loan bore interest at the curi'ent margin
loan rate charged by Hilltop Securities. The loan was repaid in full on February 2{2017
Interest charged to interest expense-other, amounted to $4,415 for the ear ending
November 30,2017.

On April 14,2016, Brockton LLC, an entity owned by the president of the Company,
inatiedthe Company $500,000. The loan bore interest at the current margin loan rate
òharÈedby Hilltop Securities. The loan was repaid in full on March 7, 2017. Interest
charged to interest expense-other, amounted to $6,715 for the year ending November 30,
2017.

O ctober 27, 2016; Brockton LLC, an entity owned by the president of the Company,
loaned the Company $1,000,000. The loan bore interest at the current margin loan rate
charged by Hilltop Securities. The loan was repaid in full on May 23, 2017. Interest
oharged to interest expense-other, amounted to $24,169 for the year ending November
$0, 2Öi7.

On December 23, 2016, Brockton LLC, an entity owned by the president of the

Company, loaned the Company $1,000,000. The loan bore interest at the current margin
lånkate dharged by Hilltop Securities. The loan was repaid in full on Jurie 13,20Ï7.
Iriterestchared to interest expense-other, amounted to $23,986 for the year ending

mber 30, 2017.

ÓifleIkrah31; 2017, Brockton LLC, an entity owned by the president of the Company,
loaned the Company $1,000,000. The loan bore interest at the current margin loan rate
enaredby Hilltop Securities. The loan was repaid in full on June 30, 2017. Interest

efiazândto interest expense-other, amounted to $12, 90 for the year endin(No e bef

dEOctober 2, 2017, Brockton LLC, an entity owned by the president of the Company,
loaned the Company $1,000,000. The loan bears interest at the current margin loan rate
oÌaededby Hilltop Securities. The loan is unsecured and payable on demand.A66tued
interêst is also payable on demand. Interest charged to interest expense-othee, athounted

$9 O36 for the year ending November 30,2017.The'current rate at November 3Ö,2O17



STERLING GRACE MUNICIPAL SECURITIES CORP.
NOTES TO FINANCIAL STATEMENTS

NOVEMBER 30,2017

NOTE 4 - LOANS PAYABLE-RELATED PARTIES: (Continued)

On October 13,2017, Brockton LLC, an entity owned by the president of the Company,
loaned the Company $3,000,000.The loan bears interest at the current margin loan rafe
charged by Hilltop Securities. The loan is unsecured and payable on demand Accrued
interest is also payable on demand. Interest charged to interest expense-othenaliiounted
to $22,054 for the year ending November 30, 2017. The current rate at Ndyember 30e
2017 was 5.59%

NOTE 5 - PENSION PLANS:

The Company sponsors a 401K and a Cash Balance Plan covering all full-time

employees age 21 or older. Employer matching contributions to the plan are determined
eacldkar bythe officers of the Company. The Company made nobontribution to these

Ádduzingtheyear ended November 30,2017.

NOTE 6 - COMMITMENTS:

The tompany has a 24 month non-cancelable operating office lease expiring feliiëai
2018eat a monthly rental of $4,819.The lease contains .a tenant option to extend the
termtofsthe lease for an additional two years, which the Company intends to exei•cises

The;rent willabe increased on a yearly basis based on the Consumer Price Index. The
future minimum rent payments required under such non-cancelable operating lease as of
November 30 2017 is as follows:

Year

2018 $57,828
2019 $57,828
2020 $9,638

$125,294

blØTF 7 - NET CAPITAL REQUIREMENTS:

The Company is subject to the Securities and Exchange Commission Uniform Net
pital Rule (rule 15c3-1), which requires the maintenance of minimum net capital and

requikeethat the ratio of aggregate indebtedness to net capital, both as defined, shall not

e7xceed15to 1 (and the rule of the "applicable" exchange also provides that equity capital
may not be withdrawn or cash dividends paid if the resulting net capital ratio would

ce d 10to l).

10



STERLING GRACE MUNICIPAL SECURITIES CORP.
NOTES TO FINANCIAL STATEMENTS
NOVEMBER 30,2017

NOTE 7 - iNET CAPITAL REQUIREMENTS: (Continued)

At November 30, 2017, the Company has net capital of $2,768,010, which was
$2,441,974 in excess of its minimum dollar net capital requirement of $32.6,03ETlie
Company's ratio of aggregate indebtedness to net capital was 176.68%.

The Con pan is not required to furnish the "computaÃon of reserve requirements" unŠer
rule 15c3-3 of the Securities and Exchange Commission dueto the fact that it qualifies

for, and complies with the exemptive provision k(2)(ii) of rule 15c3-3. This provision
exempts brokers or dealers, who clear all transactions on behalf of customers with a
Clearing Broker on a fully disclosed basis, from having to furnish the "coniputation of
reserve requirements."

NOTE 8 - CONCENTRATION:

At November 30, 2017, the Company's state and municipal bonds owned consist of
91.5%of Puerto Rico bonds.

NOTE 9 - INCOME TAXES:

The: Company takes into consideration the effect of current and deferred taxes when
determining its provision for income taxes. After taking into consideration the effect of
certain non-taxable income and the availability of loss carry overs to offset the current

year's taxable income, the Company has recorded a current date tax provision. At
Novémber 30,2017, the tax provision consists of the following:

November-30, 2017

State tax provision, current 23,100

$23,100

NOTE 10 - FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK:

Ås isecuritidsbroker and dealer, the Company is engaged in various securities trading
and brokerage activities servicing a diverse group of institutional investors. These
activities may expose the Company to off-balance-sheet credit risk in the event a
customer is unable to fulfill its contracted obligation.

e Öömyanytrades almost exclusively in municipal bonds and is therefoeeexposEd
i'islesassociated with this market.

11



293 nisenhower Parkway

SOBEL & CO. uc om:=:li
Fax: 973.994.1571

CERTIFIED PÚBUCACCOUNTANTE a ADVISORS wwwaobeI-cpascom

REPORTOF INDEPENDENT REGISTERED PUBLIC ACCOUNTING
FIRM ON SUPPLEMENTARYINFORMATiN REQUIRED BY ROLE
17a-5UNDER THE SECURITIES EXCHANGE ACT OF 1934

To the Stoekholders

SterlingGraceMunicipalSecuritiesCorp.
Spotswood,New Jersey

Wehaveauditedthe financialstatementsof Sterling GraceMunicipal securitiesCorp.asof and
for the year endedNoyernber3ð,2oí7,and have issuedour report thereon datedJanuary 29,
2018, which contains an unmodified opinion on those financial statements Our audit was
performed for the purposeof forming an opinion on the financial statementsas a whole. The
Computation of Net Capital Under Rule 1563-1 of the Securitiesand ExchangeCommissione
containedon page13,hasbeensubjectedto audit proceduresperformed in conjunction with the
audit of SterlingGraceMunieipal SecuritiesCorp.'sfinancialstaternents.The supplementary
information is the responsibility of Sterling GraceMunicipal SecuritiesCorp.*sinanagement.
Our audit procedures included determining whether the supplementaryinformation reconciles to
the financial statenientsor the underlying accounting and other records,as applicable and
petforming procedros to test the completenessand accuracyof the information presentedin the
supplernentary information. In forming our opinion on the supplernentatyinformation, we
evaluatedwhetherthe supplementaryinformation,including its form and content,is presëntedin
conformity with 17C,F.lt1 24Ø.17at5,In our opinion,the Computation of Net Capital Under
Rule 15c3-1of the SecuritiesandExchangeCommissionis fairly stated,in all material respects;
in relation to the financialstatementsasawhole.

Ce ed PublicAccountants

Livingston, New Jersey
January29,2018

Ahnu
GLOBAL



STERLING GRACE MUNICIPAL SECURITIES CORP.
SUPPLEMENTARY INFORMATION

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1 OF THE ,
SECURITIES AND EXCHANGE COMMISSION

NOVEMBER 30,0017

NET ÖÄPITAL:

Total seckholder'sequity qualified for net capital $ 4,445,828

Deductions andCharges
Nonallowable assets:

Securitydeposits $ 1,995
Petty basl 500
Accounts receivable -

HRA account 2,692
Flex funding account 2 508
Fixed assets,net 19,437

27,132

Net Capital before haircuts on security positions 4,418,696
Hµircuts on securities:

Federal obligations
State andmunicipal obligations 1,458,708
Undue concentration 191,978

Total haircuts on securities positions 1,650,685

NET CAPITAL $ 2,768,010

AGGREGATE INDEBTEDNESS:
tems included in statements of financial condition:

Accrued expenses $ 303,708
Taxes payable 86,837
Loans payable - related parties 4,500,000

TOTAL AGGREGATE INDEBTEDNESS . $ 4,890,545

COMPUTATION OF BASIC NET CAPITAL REQUIREMENTS
Net Capital Requirement $ 326,036

Excessnet capital $ 2,441,974

Net capital lessgreater of 10% of aggregate indebtedness

orsli0 ofŠetcapital requirement $ 2,278,956

Percentage of aggregate indebtedness to net capital 176.68% .

RECONCILIATION WITH COMPANY'S COMPUTATION:

Included in Part IIA of Form X-17A-5 as of November 30,2017

hiet capital, as reported in Company's (Unaudited) FOCUS report Part IIA $ 2,768,010

Net audit adjustments -

NET CAPITAL PER ABOVE $ 2,768,010

See independent registered public accountants' report on supplementary information. I 13
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SOBEL & CO. ac -m:siti:ii
• Fax: 973.994.1571

CERTIFIED PUBl.IC ACCOUNTANTS & ADÝlSORS ivww.sobel-cpa.coin

REPORT OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM

To the Stockholders

Sterling Grace Municipal SecuritiesCorp.
Spotswood,New Jersey

We have reviewedmanagement'sstatements,included in the accompanyingExernption Report,
in which (1) Sterling Grace Municipal Securities Corp.identified the following provisions of 17
C.F.R.§15c3-3(k)under which Sterling GraceMunicipal SecuritiesCorp.elaimedan exemption
from 17 C.Flt. §Ž40.15c3-31(k)(2)(ii) ("exemption provisions") and (2) Sterling Grace
Municipal Securities Corp. stated that Sterling Grace Municipal Securities Corp. met the
identified exemption provisions throughout the rnost recent fiscal year without exception.
Sterling Grace Municipal SecuritiesCorp.'smanagementis responsiblefor compliancewith the
exemption provisions and its statements.

Øurreview wasconductedin accordance with the standardsof the Public Company Accounting
Oversight Board (United States) and, accordingly, included inquiries and other required
procedures to obtain evidence about Sterling Grace Municipal Securities Corp.'scompliance
with the exemptionprovisions.A review is substantiallyless in scopethananexamination,the
objective of which is the expressionof an opinion on management'sstatements.Accordingly, we
do not express suchan opinion.

Basedon our review, we are not aware of any material modifications that shouldbe made to
management'sstatementsreferred to abovefor them to be fairly stated,in all material respects,
basedon the provisions set forth in paragraph (k)(2)(ii) of Rule 15c3-3 under the Securities
Exchange Act of 1934.

Ce ' ted Public Accountants

Livingston, New Jersey
January 29,2018

"A%nial
GLOBAL



Sterling Grace Municipal Securities Corp.

Exemption Report
November 30,2417

Sterling Grace Municipal Securities Corp. (the "Company") is a registered broker-dealer
subject to Rule 17a-5 promulgated by the Securities anelExchange Commission (17C.F.R.
§240.17a-5,"Reports to be madeby certain brokers aneldealers").This Exemption Report
was prepared as required by 17 C.F.R.§240.17a-5(d)(1) and (4). To the best of its
knowledge and belief, the Company states the followine

1. The Company claimed an exemption from 17 C.F.R.§240.15c3-3under the
folloveing provisions of 17 C.F.R.§240.15c3-3(k):(2)(ii).

2. The Company met the identified exemption provisions in 17 C.F.R.§240.15c3-3(k):
2)(ii) throughout the most recent fiscal year ending November 30,2017, without

STERLING GRACE MUNICIPAL SECURITIES CORP.

I, Thomas J.Mundy, swear that, to the best of my knowledge and belief, this Exemption
Re ort is true and correct.

Thomas J.1 ndy
Vice President

15



STERLING GRACE MUNICIPAL
SECURITIES CORP.

INDEPENDENT ACCOUNTANTS' AGREED-UPON
PROCEDURES REPORT ON

GENERAL ASSES$MENT RECONCILIATION
(FORM SIPC-7)

NOVEMBER.30, 2017



293 Eisenhower Parkway

SOBEL & CO. uc -wini:si
• Fax: 973.994.1571

CERTIFIED PUBUC ACCOUNTANTS & ADVISORS www.sobel-cpa.com

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING
FIRM ON APPLYING AGREED-UPON PROCEDURES

To the Stockholders

Sterling Grace Municipal Securities Corp.
Spotswood,New Jersey

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934 and with the
SIPC Series 600 Rules,we have performedthe procedures enumerated below with respect to the
accompanyingGeneralAssessment Reconoiliation ("Fonn SIPC4") to the Securities Investor
Protection Corporation ("SIPC") for the year endedNovember 30,2017, which were agreed to
by Sterling Grace Municipal Securities Corp. and SIPC, solely to assist you and the other
specified parties in evaluating Sterling Grace Municipal Securities Corp.'scompliance with the
applicable instructions of Form SIPC4. Sterling Grace Municipal Securities Corp 's
managementis responsible for Sterling Grace Municipal Securities Corp.'scornpliance with
those requirements.This agreed-upon proceduresengagement was conducted in accordance with
attestation standards established by the Public CompanyAccounting OversightBoard (United
States).The sufficiency of these procedures is solely the responsibility of those parties specified
in this report. Consequently, we make no representation regarding the sufficiency of the
procedures described below either for the purposefor which this report has been requested or for
any other purpose.The procedures we performed and our findings are as follows:

1) Compared the listed assessmentpayments in Form SIPC-7 with respective cash disbursement
records entries,noting no differences;

2) Compared the total revenue amount reported on the Annual Audited Report Form X-17A-5
Part III for the year endedNovember 30, 2017 with the total revenueamount reported in
Form SIPC-7 for the year ended November 30,2017, noting no differences;

3) Compared any adjustments reported in Form SIPC-7 with supporting schedules and working
papers,noting no differences;

4) Recalculated the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in
the related schedules and working papers supporting the adjustments, noting no differences;
and

5) Compared the amount of any overpayment applied to the current assessment with the Form
SIPC-7 on which it was originally computed, noting no differences.
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We were not engaged to, anddid not, conduct an exarnination,the objective of which would be
the expression of an opinion on compliancewith the applicableinstructions of the Form SIPC-7.
Accordingly, we do not express such an opinion.Had we performed additional procedures, other
matters might have come to our attention that would have been reported to you.

This report is intended solely for the information and use of the specified parties listed above and
is not intended to be,and should not be,usedby anyoneother than these specified parties.

Certi d Public Accountants

Livingston, New Jersey
January 29, 2018
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For the fiscaf year ended

(Read carefully the institictions inyourWoil(ing Copybefoie completingthis Form)

TOBE FILEDBYALL SIPC MEMBERSWITHFISCAL YEARENDINGS

1.Name of IVlember,address, Designated ExaminingAuthority, 1934 Act registration no, andmonth in whichfiscal year endsforpurposes of the audit requirement of SEC Rule 17a-5:

Noterif any of the information4hown on the

a i ng ab qui e i c o panedas$ee-mail

100SUMMERHILLRD

SPOTSWOOD,NJ 08884 Nameandtelephonenumbero personto
contactrespectingthis form.

TAOMAS ciaD 73 25pb{

2.A. GenerahAssessment (item 21 frorn page 2)

B. Less payment made with SIPC-6 flied andSIPC-7 if appucable(exclude interest) ( i

Date Pald

C Less prior overpayment applied

D. Assessment balance due or (overpayment)

E.Interest cornputed on late payment (seeinstruoffon E) for,_Q_days at 209.pet annum

F. Total assessment balance and interest due (or overpayment carried forward) $

Q.PAYMENT: Àthe box
Check malled to P.0,Box 0 Funds Wired 0
Total (must be eameás F above) $

H. overpayment carried forward $( Si

a Subsidiaries (8) andpredecessors (P)1ncludedin this form (gleename and 1934 Act registration number)

TheSl?D membersubmitUng

that nfo ma a conta n d h e nir e cor act e RE.,itaG, AAe.J!r giac.tPAL.--- 7"i
andcomplete. "''' "'''io'i.Partnerainor otherorganizationi

(Autho grature)

Dated the day o OED.--- , 20 . gy th
(Title)

This form and the assessment payment is due 60 days after the end of the fiscatyear. Retain the Working Copy of this form
for a period of not less than 6 years, the latest 2 yearsin an easily accessible pTace,

M."Dates:
Postmarked Recalved Reviewedu.a

g CNelefons nocumenteNon Forward Copy

a Exceptions:

Dispositionof exceptions:



DETERMINATIONOF "SIPC NET OPERATINGREVENUES" '

AND GENERAL ASSESSMENT AMOUNTSFORAPPUCABLEPERIODS.

bedinningt446 begahning

and entiinnf taßt end ending

TOTALREVENUE Eliminate cents

a ToNtalrevene (FOCUSLinef2/Part ilA Line9,Code4030)$ I 93,059 s M, E , s 6%
the sumof both periods

2beAdditions:
(1) Total revenuesfrómtheseouritiesblisinessofsbsidiaries (exdeptforeignsubsidiaries)

andpredecessorsnot includedabove.

(2) NetÅossfromprincipaltransactionsin securitiesintradingaccounts.

(S) Netlossfromprincipáltiensactionsin commoditiesin tradingaccounis.

(4) Interestanddividendexpensedeductedifr determiningiteni2a.

(5) Nellossfrommanagementof orparticipationinthetínderwritingordistributionof securities.

(6) Expensei otherthanadvertising,printing,registrationfeesand legalfeesdeductedin determining
netpiotit frommanagementof or participationintaidetwiitingordistilbationof securities.

(7) Neilosstromsecuritiesininvestmedsocounts.

Toíaladditions

20.Deductions:

(1) Revenuesfree thedistributionof shaiesof a legisteredopenendinvestmentcompanyor unit
imiestmenttrust,fromthesaleof variableannultiesfromthehustnessof insurance,from
investmentadvisoryservicesrenderedto registeredinvestmentcompaniesor insurancecompany
separateaccounts,andfromtransactionsinseeurityfuturesproducts.

(2) Revenuesfromcommoditytransactions.

(3) Co s i okbrokefageandclearancepald10 othei SIPCmembeisin connectionwith

(4) Reimbursementsfor postagein connectionwithproxysoilcitation.

(5) Nelgainfromsecuritiesin investmentaccounts.

(6} 100%ofcommissionsandmarkupsearnedfromtransactionsin(i) certiticatesofdeposit
and(li)Treasurybills,bankérsacceptancesdr coinnfersialpaperthatmatuteninemonths
or lessfromissuancedate.

(7) Directexpensesof printingadvertisingandlegalfees incurredin cormectionwithotherrevenue
relatedto thesecurillesbusiness(revenuedefinedby Section16(9)(L) of theAct).

(8) Otherrevenuenotrelatedeitherdirectlyorindirectlyto thesecuritiesbusiness.
(SeeinstructionC):

(Deductionsin excessof $100,000 requiredocumentation)

' (9) (i)Totalinterestanddividendexpense(FOCUSLine22/PARTliALine13,
Code4075plus line20(4)above)butnot in excess
of total interestand dividend income. $ $

(ii) 40%of margininterestearnedoncustomerssecurities
accounts(40%of FOCUSline 5,Code3960). $ $

Enletthegreaterof line (i)or (ii)

Totaldeductions 3 65 (p o&o
2d.SIPC Net Operating Revenues $_

20.GeneralAssessmentatapplicablerate for assessmentperiod. $ $
0.0025 .0015

2f.Total GenéialAssessmentaddbothcolumns. $
(to page1,line 2.A.)



Sterling, Grace Municipal Securities Corp.

January 29,2018

Securities and Exchange Commission SEC
Regulatory Branch Mall Processing
Mail Stop 8031 Niu"
100 F Street, NE B i 3 4 m
Washington, DC 20549

Washmglorì DC
Re: Annual Audited Report 4 i 6

Sterling Grace Municipal Securities Corp.
BD# 7155

To whom it may concern,

Enclosed please find two copies of the annual audited report for Sterling Grace Municipal
Securities Corp. for the year ended November 30,2017.

If there are an questions, please feel free to call me at 732-251-2460.

Sincerely

Thomas J und
Vice President

100 SUMMERHILL ROAD, SPOTSWOOD,N.J.08884 PHONE(732)251-2200 FAX (732)251-8193


